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Farm Financial Outlook for 1953 


Total assets of American agriculture, valued at current prices and 
including the fiancial assets of farmers, are expected to reach $172.1 
billion by January 1, 1953 (table 1). This would be only 2 percent above 
the valuation for January 1, 1952, compared with increases of 12 percent 
in 1950 and 9 percent in 1951. 


Table 1.- Balance sheet of agriculture, January 1, 1952, 
and estimated for January 1, 1953 


| Estimated | 
Item \January 1, 19521 for | Percentage 
January 1, 1953! change 
| Billion | Billion 
dollars dollars Percent 
ASSETS 
Physical assets: \ 
Real estate | 93.9 | 96.0 | +2.2 
Non-real-estate-------| 1/ 52.0 | 52.0 | 
Financial assets--------| 22.9 24.1 +5.2 
Total ; 2/168.8 172.1 +2.0 
CLAIMS | 
Liabilities: | 
Real estate debt------ \ 6.3 | 6.7 \ +6.3 
Non-real-estate debt--| 7.9 \ 9.2 | +16. 
Total . 1/ 168.8 172.1 +2.0 
Revised. 


Increases in value over January 1, 1952 are expected for each type 
of physical farm asset except livestock. Farm real estate is expected to 
be up about 2 percent because of higher values per acre; the values of 
machinery and motor vehicles, crops, and household furnishings and equip- 
ment are expected to be higher because of greater quantities on farms. 
Although livestock numbers are expected to be higher on January 1, 1953 
than they were a year earlier, indicated prices are sufficiently lower to 
suggest a decline of about 8 percent in the value of the livestock 
inventory. 
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The financial asscts of farmers are also expected to be higher on 
January 1, 1953 than a year earlier. Bank deposits, currency, and United 
States Savings Bonds are often described as liquid financial assets because 
of their stable value in dollars and thcir immediate convertibility. An 
increase of $1 billion (from 20.5 to 21.5 billion) is indicated for 1952 
in these assets. This increase, however, should be viewed against the 
background of a 1.7-billion-dollar increase in farm debts, including 
Commodity Credit Corporation loans. Many farmers are increasing their 
liquid financial assets by borrowing as woll as by saving. 


Indicated incroases in farm dcbts for 1952 are $400 million, or 
6 percent, for mortgage debt and $1.3 billion, or nearly 17 percent, for 
non-real-cstate debt, including CCC loans. These increases are occurring 
because of rising expenditures for the operation of farms, farmers! neods 
for large working balances, and continued investment by farmers in land, 
livestock, and farm and home improvements. Also, greater production and 
somewhat lower prices of farm products are increasing the volume of price- 
support loans. 


Because of higher farm debts, the equities of owners will not 
increase as much as the financial assets and the value of the farm physical 
assets. These cquities are expected to increase only 1 percent during 1952. 


In physical terms, as mcasured by valuations at 1940 prices, the 
farm plant is continuing to increase end to improve as in cther receont 
years. An increase of about 4 percont is indicated for 1952 in the aggre- 
gate quantity of livestock, machinery and motor vehicles, and stored crops. 
Additions and improvements are also being made to farm real estate and to 
household furnishings and equipment. Moreover, the liquid financial 
reserves of farmers are expected to show a gain of about 5 percent in 
purchasing power, notwithstanding a small increase in prices paid by 
farmors. The burden of farm debts (other than price-support loans), as 
measured by the quantity of farm products required to ropay them, is 
expected to increase about 12 percent during 1952 as a result of an in- 
crease in the amount of farm debt and a decline in the prices received by 
farmors. 


Cash receipts from marketings of farm products in 1953 are not 
likely to exceed the $33.5 billion estimated for 1952, as slightly lower 
farm prices are indicated, Costs of most farm production items and wage 
rates are likely to increase gradually during 1953. Interest and tax 
charges per acre will also be higher. As a result, the realized net 
income of farm operators is likely to fall below the $14.2 billion esti- 
mated for 1952, and the purchasing power of net farm income may be near 
the postwar low of 1950. 


If the demand for farm products should weaken following 1953, both 
farm income and the value of agricultural assets probably would decline, 
as they did in 1949. The major dollar decline in farm asset values would 
probably occur in farm real estate because of its magnitude. Greater 
percentage price declines, however, could be expected in livestock and 
crop inventories, as these are more immediately responsive to changes in 
Supply-demand relationships. Farmers' holdings of liquid financial 
reserves probably would decline - or, at least, would cease to grow - and 


o& 


there might also be a leveling off of total farm debt. Mortgage debt, - 
however, would probably continue its upwerd trend, as it is likely that 
considerable amounts of short-term debts would be refinanced with mortgag, 
loans, and that prevayments of mortgage debt would decline. 


General Uconomic Conditions Affecting Agriculture 


Domestic demand for farm products is oxpected to continus high 
during 1953. “mployment will be maintained at a high lovel. Wage rates 
and consumer incomes probably will.riso moderatoly at loast until midyear, 
and for the yeer as a wholo are likely to avorago higher than in 1952, 
However, economic activity may lovel off in the lattor part of the year 
if outlays for the defense program are stabilized and if investment sponi- 
ing declines moderately as many cxpansion pregrams are completed. Exports 
2? United States farm products in the current fiscal year are down from 
record levels a year ago and probably will continue at reduced levels 
through 1953. 


Farm production in 1953 probably will be maintained around the 
record 1952 level if growing conditions aro not unfavorable. Livestock 
marketings will increase with the uptrend in cattle production, and mar- 
ketings of vegetable crops also probably will increase. Prices received 
by farmers this ycar are averaging about 3 percent below 1951. Some 
further casing in prices scems likely for 1953 particularly for meat 
animals and vegetables. 


Cash receipts from marketings aro not likely to exceed the $33.5 
billion estimated for 1952. Cost rates for most commodities used in farm 
production and wage rates are likely to inch gradually upward over the 
coming year. Interest and tax charges per acre also will be higher. With 
no increase in cash rocoipts and costs slightly higher, realized net 
income of farm operators is likely to be somewhat smaller than the $14.2 
billion estimated for 1952 and substantially below 1947 and 1948. 


Economic conditions in 1953. as in other recent ysars. will depend 
largely on international dovclopmonts and the sizo and timing of the 
defsnse program. Prospects for further expansion in national security 
expenditures and for continued relatively large businoss outlays for new 
plant and equipment point to a sustained high level of «mployment and some 
further increase in consumor income and in consumer buying through most of 
1953. However, if the international situation permits the rate of security 
spending to be stabilized in the second half of 1953, economic activity 
may lovel off some time in the latter part of the year. Increased demands 
on the economy in prospect for 1953 are likely to be met without strain 
on productive resources cr significant upward pressure on prices. 


Implications of the Outlook 


The current outlook is that the agricultural situation in general 
will romain throughout 1953 about the samo as now. Howover, farmors 
must recognize the ever-present possibility of change, particularly when, 
as now, international tensions are great. 
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On the wholo, agriculture is woll situated to adapt itsolf to a 
change in either direction, The farm plant is in good condition, farm 
dobts aro low in relation to both farm incomo and farm assct values, and 
financial ros:rvos3 of farmers aro substantial. However, many individuals 
farmors have poor equipment and little in tho nature of financial reserves, 
Some have burdonsomc debts. For those farmers loss favorable agricultural 
conditions at some future time could have scrious consoquences. 


‘Farmers who would be seriously affocted by loss favorable condi- 
tions would be well advised to strengthen their positions as much as 
possible while conditions aro still favorable. Tho wisdom of this policy 
rests on tho principle that it is desirable to be prepared for change in 
eith-r direction. Present farm invostments arc mostly of the type that 
would gain from improved conditions, but one or more of the following 
courses of action would bo advisable as a means of preparing for possible 
lower farm prices and incomes, 


For some farmers tho wisost course is to accumulete liquid financial 
assots while agricultural conditions are favorable. If farm incomo should 
decline, these liquid financial assots would help farmors to. mect their 
living and operating expenses and the installments on their debts. More- 
over. these assets would increase in purchasing powcr if farm costs 
declincd Such action would havo the additional advantage of helping to 
curb any inflationary forces that may develop in the immediate future 
while governmental expenditurcs for national dofense are still incrvasing. 


Net ell farmers, however, can or should reduce their current oxpon- 
ditures to the extent necessary to incrcasec appreciably their liquid finan- 
cial assots. Some, even now, have such low incomes and such poorly equipped 
farms that they would be seriously affected by a declino in farm prices. 

For thom the main nosed is to increase production or roduce their unit costs. 
This may call for expenditures for farm improvement even beyond curront 
incoms. However, among farmors who novd additional financial reserves are 
many who could defer somo farm and home improvements and roduce cxponditures 


- for farm machinory, home appliances, and living coxpenscs without impairing 


their farming cfficiency or matorially lowcring th:ir living lovel. These 
are ths farmers who would find it most pract’ cable to build up liquid 
financial asssts. 


Many farmers would find it advantageous to accumulate a specific 
roserve for depreciation of their machinery and buildings. Such a rosorve 
would be useful. not only to provide for necessary replacemonts but also as 
a control over expenditursus., Although farmers Generally recognize that 
machinery and buildings woar out, relativcly few cout this annual depro- 
Ciation as a charge against their curvont income. As e result, many con- 
Sider that all of their net cash income is available for current living. 
Howovor, an amount equal to the annual deprociation of machinery and build- 
ings must be withheld if they are not to spend more than thoy make. This 
reserve no¢ed not be hold in cash: it can be invested in livestock, equip- 
ment, or improvements for the farm or in other carning assets. But with 
*ndications that less favorable agricultural conditions may lic ahcad, many 


farmers would be well advised to hold such a reserve in the form of bank 
deposits or United States Savings Bonds so that it will be readily avail- 
able when needed. 


A third measure that would be advisable for somo farmors is to 
convert short-term debts into long-term debts. The object would be to 
reduce annual interest charges and lengthen the period of repayment This 
measure is not practicable for farmers who borrow merely to finance annual 
production expenses or whose debts can be paid in a year or so, But it 
would be advantageous for farmers whose short-term debts are so large as 
to require several years for repayment. Interest rates on mortgpse loans 
are usually lower than those on short-term loans, and, ‘f farm income 
should decline, a longer period of repayment might bo needed. The farmor 
who requires several years for ropayment will be better protectod if he 
is not legally liable to pay in 5 months or 1 year. 


Some farmors could most effectively strengthon their positions by 
reducing their dobts while agr’cultural conditions are favorable. This 
is particularly true of farmers who still owe crop loans carried over from 
previous years and who have daffficulty in obtaining credit needed to finance 
their current operations. von though cons'derable sacrifices be 
required, these farmers would be wiso to pay their carry-over loans as 
rapidly as poss‘ble so that they can got adequate credit for future pro- 
duction, Other farmers who have alrcady accumulated an adequato financial 
reserve but who nevertheless have sizable debts would do woll to reduce 
unessential expenses, and mak» substantial paymonts on their loans, thus 
preventing their debts from bocoming burdensome if later farm income should 
decline, Usually, however, it is better fo farmers to accumulate somo 
financial rescrve than to pay debts that are not prossing, as the financial 


reserve can be used at any time for debt-payment and it will serve other 
purposes also. 


Although not related directly to the current cutlook, the need for 
more edequate insurance is a matter which many fermors should consider. 
During the rapid increase in building velucs since 1940, many farmers have 
not increased their insurance coverage in line with the increase in ro- 
placomsnt costs. Farm machinery and livestock have beon insurod for only 
small fractions of their actual values. Uninsured losses arc unwelcome 
at any time, but they woro less serious to farmers while farm income was 
mounting rapidly than they will be if farm income falls. By carrying 
adequate insurance farmers can protoct themselvus against losses that 
might prove catastrophic. 


Over and above these financial measures, farmers should look forward 
to the adjustments they would find desirable in thoir farming operations 
if farm income shculd turn downward, and take such preparatory steps as 
they can. If the readfustments ars started now while conditions are 
relatively favorable. they can bo completed more easily later on when 
conditions may bs less favorable. Moreover, every effort shovld be made 
to improve farming methods - to tncrvase crop yiclds. get batter gains from 
livestock, and otherwise tc lower por unit costs - as only through incroased 
efficiency can farmers hold their own in a time of declining domand for 
their production. 
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Farm Real Estate 


Some further small increase, possibly 2 or 3 percent, can be 
expected in the over-all level of farm real estate values by early 1953. 
Some easing could develop during the latter part of 1953, however, if 
farm production and income are in line with present expectations. This 
could reduce the general level of values somewhat below the present by 
early 1954. 


Farm land and buildings were valued at about $94 billion in early 
1952 - 50 percent of all farm assets. This is about $8 billion, or 
9 percent, higher than in early 1951; the total gain since the outbreak 
of hostilities in Korea is 25 percent. 


On July 1, 1952, the index of farm real estate values for the 
country as a whole had reached 213 (1912-14 = 100), a new record which 
was 5 percent above that of a year earlier and 24 percent above the 
pre-Korean level of July 1950. However, the increase of only 1 percent 
during the peried March-July 1952 is the smallest for any 4-monmth period 
since the Korean outbreak. Also, the increase during the year ended 
July 1952 was only o third as large as that during the previous year. 


General over-all stability in prices of farm products during the 
first half of 1952, together with some slackening in inflationary pres- 
sures in the nonagricultural segment of the economy, is largely respon- 
sible for slowing the rise in farm land prices. Rising farm production 
costs and some concern as to the future trend of farm income have also 
reduced the demand at current prices and slowed down farm real estate 
activity. The number of farms on the market continues to be low. 


The rate of increase in values during the last 2 years has varied 
by regions (figs. 1 and 2). They have also varied widely among type-of- 
farming areas. Since prewar, the largest increase in land values has 
occurred in the winter-wheat areas, where average values om March 1952 
were more than two and a half times above the 1935-39 average (fig. 3). 
This area also showed the largest increase during the year following the 
Korean outbreak. The tobacco area ranks second in amount of increase 
since 1935-39, and the cotton area third. The smallest increase during 
this period occurred in the dairy, spring-wheat, and Lake States cut-over 
areas. 


Differences among type-of-farming areas, however, in the amount of 
increase since March 1950 are less noticeable than for the longer period, 
although the winter-wheat and tobacco areas again showed the largest gain 
(table 2). Increases during the year ended March 1952 were most pronounced 
in the tobacco, cotton, and spring-wheat areas, but were less than those 
of the previous year in all areas. 


Values in some areas may have reached a level that cannot be main- 
tained by current and prospective income. Historically, during sharp 
uptrends in land value and income, as from 1915 to 1919 and from 1940 to 
1948, the percentage increase in land values has been only about half as 
much as the increase in gross farm income. During the last 2 years, 
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however, values have increased a little more than farm income. This was 
especially apparent during the first year following the Korean outbreak, 
when cash receipts from farm marketings increased 12 percent, but land 
values increased 17 percent (table 3). It seems likely that at least 
half of this rise in land value was due to sharply increased demand for 
farm land as an investment and inflation hedge. However, net farm income 
did not increase as much following the Korean outbreak as may have been 
anticipated because farm production costs continued to rise, and many of 
the inflationary forces in the general economy have subsided. That part 
of the rise in land values which was based on an expected increase in 
net farm income that was not realized still remains in the land-price 
structure and could contribute to a moderate decline during the next 
several years, even though farm income remains near present levels. 


Major Types of Farming Areas 


DOLLAR VALUE OF FARM LAND 
To Increase, 1935-39 to March 1952 
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Table 2.— Farm real estate: Chenge in average value ner acre, major 
tiroe-of-farming arens, selected periods, 1935-52 
lcnange during yerr ended | Increase Increase, 
March 1950 {193 -39 av. 
area larch ] March to erase, to 
Fercent Fercent Percent Percent 
Winter wheat 21 7 29 259 
Tobacco 15 1!: 30 253 
Cotton 15 12 253 208, 
General 13 3 23 194 
Corn Belt 13 ? 27 149 
Dairy 14 9 25 159 
Sprins wheat 7 15 23 143 
Lake States cevteover 17 -2 14 197 
‘ited States 9 25 155 
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Ferm-Mortaage Debt 


Farm-mortgage debt is increasing in 1952 for the seventh consecutive 
year, and at the end of the year it will probably total about $6.7 billion. 
This compares with $5.5 billion on July 1, 1952, $46.3 billion on January 1, 


1952, and $4.7 billion on January 1, 1945, when the total farm-mortgage debt 
vas at its sontinas low (fig. 4). 


The latest Farm Credit Administration interest rate survey in March 1951 
showed en average rate of 4.7 percent on new mortgages recorded, Since Merch 
1951 there has been some increase in interest rates and yields generally, 
particularly in Government securities, and moderate increases in interest 
rates on farm mortgages have resulted. Many private lenders report increases 
of about one-half of 1 percent in the rates charged on new mortgages since 
March 1951; increases also have been made by two Federal land banks (fig. 5). 


Farm-mortgage recordings for 1952 will probably be below those of 1951 
in both number and doller amount. In the first 6 months of 1952 the number 
of farm mortgages recorded was 5 percent less than in the same period in 
1951 end the dollar amount was down 2 percent. The decline in recordings 
probably reflects somewhat stricter lending policies for some lenders and a 
decline in the number of farm sales, However, 63 percent of farm sales were 
financed b use of credit in early 1952 - the highest in recent years - and 
lend values in July 1952 averaged 5 percent above a vear earlier. 


A farm-mortgage debt of $5.7 billion on January 1, 1953 would represent 
an increase of about 7 percent during 1952. This is Less than the €-percent 
increase in 1950 and 1951, but it is a lerger percentage increase than in 
any other years since 1920. The estimated 1953 debt would be 43,4 percent 
above the $4.7 billion owed in 1945, dut well below the high of $10.8 billion 
owed by farmers in 1923 (figs.S and 7). Increases in farm-mortgage debt 
in recent years have varied considerably by regions (table } ). 


An increasing proportion of the farm-mortgage loans in recent years 
has been held by insurance companies, banks, and individuals. In esrly 
1952, life insurance companies held about 24 percent of the farm-mortgage 
debt, compared with 19 percent in 1946. Insured commercial banks held 
1l percent in 1945 and 16 percent in 1952. The share of total farm-mortgage 
debt held by the Farmers Home Administration decreased slightly, from 
3.9 percent of the total in 1945 to 2.7 percent in 1952, and the share of 
the Federal land banks fell from 23 to 16 percent. This downward trend in 
the share of the Federal land banks may have been reversed during 1952. 
"Other" lenders held 40 percent of the total in 1952 - a small rise from 
33 percent in 1946 (fig. 8). 


The current level of farm-mortgage debt, in the aggregate, does not 
seem excessive in view of the present levels of farm income and farm real 
estate values. At the beginning of 1952, total farm-mortgage debt was 
only 6.7 percent of the value of farm real estate, compared with 7.6 percent 
in 1946 and 19.5 percent in 1940. Estimated interest charges on farm-mortgage 
debt in 1952 represented less than l percent of farmers' gross receipts 
from marketing. Aggregate figures do not show the position of individual 
farmers, however, Younger fermers and others who have purchased farms at 
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higher prices in recent years probably find that interest and scheduled 
principal repayments require a substantial share of their gross cash 
income. In the event of any substantial downward movement of prices, 
these farmers might face serious difficulties. 


The outlook is for a further increase in farm-mortgage debt in 
1953, although at a somewhat lower rate than in 1951 and 1952. Because 
of rising farm costs, the volume of principal payments may not exceed 
regular payments by as much as in recent years. The volume of voluntary 
farm real estate transfers probably will be a little below 1952, contin- 
uing the downward trend of the last 5 or © years. The proportion of land 
sales financed on credit has been increasing in recent years and probably 
will be higher in 1953. Foreclosures and delinquencies in 1953 will 
continue to be negligible with scheduled interest and principal payments 
met on time, except possibly in drought or disaster areas. 


Mortgage money for financing farm purchases is expected to be 
adequate in 1953 on terms similar to those of 1952, in large part because 
of the currently high level of personal savings. The share of new mort- 
gage money supplied by the Federal land banks is expected to increase 
next yeer, but other lenders will continue to make the largest proportion 
of new mortgage loans as in recent years. 
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Non-Reel-Estate Debt 


Non-real-estate debt owed by farmers to all types of lenders and 
creditors on July i, 1952 (excluding nonrecourse Comodity Credit Corporation 
loans) was estimated at $8.3 billion, of which $4.8 billion was owed to banks 
and federally sponsored lenders, and $3.5 billion to miscellaneous lenders. 
This total non-real-estate debt is about 12 percent above a year earlier and 
is substantially above any previous level (fig. 9). 


For the next year or so it is probable that non-real-estate debts of 
farmers will continue to increase in most sections of the country. The rate 
of rise, however, is expected to be slower. One big factor that will tend 
to check the increase, especially in the Midwest and far West, is the decline 
in feeder and range livestock prices. Also, the upsurge in machinery pur- 
chases following the Korean outbreak has subsided. Further, debts are very 
large in many instances, and efforts will be made to reduce them. On the sad 
hand, cash costs remain high, and as long as farm income prospects are favor- 
able, farmers will continue to use credit to keep production high. When the 
drought areas recover, particularly the Southwest, a more-than-average sel 
in non-real-estate credit may bé used to restock herds and to catch up on 
machinery purchases. By January 1, 1953, the total non-real-estate debt 
(excluding nomrecourse CCC loans) for the United States will be about $8 bi llich 
Althougn this represents a seasonal decline from July, it will be about 10 per 
cent above that of January 1, 1952. Throughout 1953 the debt will probably 
be close to 10 percent above that of 1952. 


After 1953 there may be © tendency for short-term debts of farmers to 
level off. If farm income shows signs of declining, lenders will wetch their 
accounts closely and encourage the reduction or refinancing of the heavier 
loans. Farmers will usually be more conservative in their borrowing if 
they anticipate lower incomes. However, modern farming requires large 
amounts of working capital, and barring any farm depression, the volume of 
non-real-estate debt may be expected to remain large. 


The debt owed to banks and federally sponsored lenders increased 
15 percent between July 1951 and July 1952. The largest increase - 20 percent 
occurred in the Mountain region. The West North Central had a 19-percent 
increase. The smallest increase - 10 percent - was in the West South Central 
region. All States showed increases in non-real-estate debt between July 
1951 and July 1952, ranging from 1 percent in North Dakota and South Carolina 
to more than 25 percent in Nebraska, Florida, Colorado, and Nevada. 


The increase in non-real-estate farm debt during the last year is a 
continuation of the upward trend that began with the end of the war in 1945. 
The amount held by banks and federally sponsored agencies was 164 percent 
higher in July 1952 than in July 1945. Increases of more than 200 percent 
occurred over this 7-year period in most of the Corn Belt States (fig. 10). 
Other important increases were in Pennsylvania, Oregon, Kansas, and Kentucky. 
Debt increases were relatively small in New England, the South Atlantic and 
South Central regions, and the Dakotas. 
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FIGURE 9 


NON-REAL-ESTATE FARM LOANS 
(HELD BY INSURED BANKS AND FEDERALLY SPONSORED AGENCIES) 
Percentage Change, 1945-52* 
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Of the total non-real-estate farm debt held by the principal lenders 
on July 1, 1952, banks held 74 percent. Production credit associations and 
other lenders discounting with the Federal intermediate credit banks held 
18 percent of the debt, and the Farmers Home Administration held the remain- 
ing 8 percent, The postwar rise in non-real-estate loans held by banks - 
235 percent - was the greatest for any of these lenders, The amount of 
PCA loans increased 20) percent and those of livestock losn companies and 
agricultural credit corporations, 22€ percent. Non-real-estate lomns held 
by the Farmers Home Administration declined 22 percent, Although the volume 
of production and subsistence loans under the mein FHA program decreased 
7 percent, the reduction was due mainly to the liquidation of many old em- 
ergency crop and feed loans. These loans were reduced about 78 percent durin 
the postwar years, 


The widespread expansion in non-real-estate debt during recent years 
is directly related to the increased expenditures of farmers. High pro- 
duction and rising prices have been the chief causes of increased costs, Farm 
improvements, and purchases of heavy machinery, automobiles, and appliances 
for farm homes have contributed to credit expansion. Debt increases were 
especially sharp in the years immediately following the end of the war when 
goods for civilians became more readily available, and again following the 
Korean outbreak when buying incressed in anticipation of shortages and rising 
prices, 


Because of the short-term neturs of non-real-estate loans, the actual 
amount of this credit used each yesr by farmers is usually much greater than 
the amount. of debt outstanding et any one time. In some areas the amounts 
borrowed are more than twice the average debt during the year. Thus, during 
1952 as a whole, the amount of short-term credit used by agriculture may be 
nearly double the current debt of $8 billion. The large amounts of this 
credit supplied in recent years by various lenders have contributed to the 
record farm output; financing has helped farmers meet the high cash costes of 
labor, supplies, livestock, and equipment, Further, credit has made possible 
the purchase of many improvements for farm homes, Any disruption in the 
flow of operating capital to agriculture could seriously affect the enterprise. 


In general, the supply of funds for lending is large throughout the 
Nation, and lenders are willing to invost in agriculture. However, during 
the last year interest rates have risen slightly in some areas; also a few 


lenders have indicated that their supply of funds may not permit much increase 
in loens. 


Within agriculture the non-real-estate credit condition is, on the whole, 
sound, Notwithstanding the record level of this debt and its short term, 
relatively few farmers have experienced repayment difficulties. Compared 
with current farm income and inventory values of livestock and machinery, the 
debt is small. Nevertheless, some farmers, especially those getting started 


who have incurred heavy debts, are increasingly vulnerable to any significant 
drop in farm income, 


Some credit difficulties have developed in sections of the Southwest 
in which drought has been prolonged. Low incomes and inadequate security 
in these sections have caused some lenders to review their loan applications 
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more carefully. This may hemper some farmers in their production programs 
for this coming season. Numbers of livestock have been reduced, and ex- 
penditures such as those for machinery have been curtailed. Notwithstanding 
the repdymsat difficulties, no unusual volume of chattel foreclosures has 
been reported. Most bankers and other lenders are willing to renew old 

notes and provide necersary amounts of new operating credit for their regular 
customers. However, advances under the disaster loan program of the Farmers 
Home Administration sre expected to increase substantially. 


Drought also has affected credit conditions in other sections such as 
the northern Plains and parts of the South and East. Moreover, the decline 
in livestock prices has had an important impact in parts of the North Central 
and Western regions. In these areas, the carry-over of unpaid loans will be 
greater this year than last year and more of these short-term loans may be 
refinanced by long-term farm renal estate loans. Some of the larger loans 
mde for the purchase of machinery or for farm improvements will be most 
difficult to repay. In general, however, the difficulties in these areas are 
considered temporary and credit for productive purposes will not be curtailed 
ty lenders. But more caution will probably be used in the extension of con- 
sumer credit, and possibly for farm machinery. 


Liquid Financial As3ets 


Farmers are coztinuing to increase their financial reserves this 
year. By January 1, 1953, it is expected that the liquid savings - deposits, 
currency, and United States Savings Bonds - will total about $21.5 billion, 
a billion more than at the beginning of 1952. 


Of the billion-dollar increase, about $500 million will be in the 
form of currency and demand deposits. To a large extent, currency and demand 
deposits are kopt in readiness to cover farm operating expenses, and farmers’ 
needs for such funds increase as their operating expenses rise. For this 
reason, farmers frequentiy borrow to maintain their working balences at 
required levels. 


Time deposits and United States Savings Ronds represent savings held 
for longer run purposes. ‘Together, they are expected to increase about 
$400 million during 1952 compared with an increase of only 100 million 
during 1951. Before 1952, farmers used their current savings largely to 
make investments in machinery and improvements. The physical plent of 
agriculture is now in relatively go0d condition. There may be a tendency 
for some farmers to hold their savings in liquid form rather than make further 
investments in their farms. 


Demand deposits of banks in the agricultural counties appear to be 
increasing in all ereas. The increases between July 1951 and July 1952 
ranged from about 3 percent in the Corn Belt to about 12 percent in the 
Northeast and Southeast. Time deposits rose sharply in all sections of the 
country, with the increase greatest in the Texas-Oklahoma area and smallest 
in the Northeast. The volume of savings bonds casned by farmers continues 
to exceed the volume of new bonds purchased. The net increase in the 
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redemption value of holdings has been due solely to the accrual of interest, 
Only in the Great Plains did purchases of bonds exceed redemptions during 
the first half of 1952. Nevertheless, the rate of redemption by farmers for 


the United States as a whole was less during the first half of 1952 than 
during 1951. 


During the next few years, the trend of farmers' holdingsof currency 
and demand deposits - the funds used to cover current costs - will depend 
minly on the trend of farm income and expenditures, if costs decline, farn- 
ers will need less operating funds. If incomes decline, they will find it 
more difficult to maintain operating funds, Under these conditions their 
financial reserves in the form of savings bonds and time deposits might also 


decline somewhat, However, if a decline in income is anticipated, there would 
probably be a greater urge to save for the future, 


Farm Texes 


Farmers in most States paid more taxes in 1952 than in the preceding 
year, and they probably will pay still more in 1953, Revenue demands of 
State and local governments seem, likely to continue upward, and there is 
little prospect of a decline in Federal requirements through the coming year, 


An increase of about 5 percent in farm real estate levies and a 
slightly greater increase in farm personal vroperty taxes is expected in 
1953. Currently, farm real estate taxes are increasing most in the Rorth- 
eastern and North Central States, and least in the South; the same trend is 
expected in the coming year. Unlike income taxes, farm property levies are 


highly rigid and would not be affected directly by a decline in farm income 
following 1953. 


Higher Federal income tax rates became fully effective in 1952 and 
are assumed to remain in force next year, With taxable income of farmers 
slightly lower, tne amount paid on that income in 1953 will not change greatly. 
A few State governments lowered their effective income tax rates in 1952, 


Retail sales tax lews were changed very little by the 18 State 
legislatures that met in 1952. A few legislatures lowered gasoline taxes 


but more raised them, and the amounts paid by farmers next year are expected 
to increase, 


Insurance 


The expenditures of farmers for property insurance probably will be 
higher in 1952 than in either 195] or 1959. If farm property valuations 


continue to increase, further increases in insurance costs are expected 
in 1953. 
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farm the insurance 
fire insurance comoanies fifth of which 
torm insurance) has inereased Heettiy: in recent years 
1950 and 11 percent in 1951. The increased assessments 
to these comoenies have been dune primarily to increases 
isurance carried, rather than to increases 


(ab mit 


fact, assessment rates were somevhat less in 1951 
per $100, compared with 27.2 cents. 
these compenies smounted to about $72 million in 1951, 


i 
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Losses paid by the farm fire mutuals amounted 
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They amounted to about $147 
end of 1951. 


to ahout 15.3 cents 


por $100 of insurance in 1951 ~- operating exoenses, 8,5 cents. There= 
fore the totel cost (losses »lus operating expenses) amounted to 23-5 

cents per $100 of insurance, compared with 23.0 cents in 1959. Costs 

per $100 in 1959 were 3.3 percent lower than in 1951. 
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For 1953, further smnll increnses in 
are exnected. This will resuit from eonerelly rising operating exoenses, 
especialiy for lnbor. More farmers may need to borrow beenuse of these 
increased costs, One factor thet may reduce production loans is the 
expected decline in the orice of dniry cows, Om 
of this aren serves local urden merkets nnd 


non—renl-estate farm debt 


the whole, arriculture 
so lone ns these markets 
remain favorable, no seriois crelit difficulties are nntictonted (fi-.11). 


Debt.- Farm-mortragze debt in the Northeast has deen 
incrensing since the berinnine of 19/6, nnd the outlook is for further 
modernte increnses in the next few yenrs. On Jomiary 1, 1952, total 
farmmortgage debt in this rerion was 3 percert above 1951 nnd 27 ver- 
cent hicher then in 1946, Increases in 1952 and 1953 nre likely to he 


small. In the first hnlf of 1952, mortrace recordings were down slich* 
ly from the first half of 1951. 


Farmmorteage interest retes are now mostly 4! to 
this aren. No general increnses hnve occurred since the first half of 
1951. The Federnl Innd bonk rate in this aren is now 4) percent. 
Indications nre that interest rates on farm mortenres have strbdilized 
ond no further increnses are expected 


5 percert in 
f 


in the near future. 


Current reports are that lenders are becoming more selective in 
reviewins applicntions for frrm-mortenre lomns, tit are continuing to 
make lonns in about the snme volume as last veer. There seems to be no 
large volume of short-term farm lonns refintiiced into farm-mortengce 
loans, ond repryment difficulties are not common, Some lenders are ree 
ported to be concerned nhout rising frrm operntines costs. 


In recent yenrs there hove been decided changes 
importnnce of the various lenders. Life 
nies have expanded ropidly their holdisgs of farm mortenges in this 
regione Insured commercial banks ond the Formers Home Administration 
held substantinlly larger shares of nn incrensed total than in 1946, 
On the other hand, the shares held by the Federnl land benks, Federal 
Farm Mortenge Corvoration, ond individunis nnd miscellaneous lenders 
have consistently declined in this period. However, individuals snd 
other miscellaneous lenders still hold 53 percert of the total farim™ 
nortence debt more than in nny other revzion. The percentage shares 
for other lenders are: I;sured commerciel banks, 23 percent; life in- 
surance companies, 7 percent; Feders) land berks and Federal Farm 
Mortenze Cornorntion, 15 percent; and Farmers Home Administration, 
2 vercent (table 4). The downward trend in the share of the Federal land 
banks in this aren mzy hrve been reversed in the last year, since current 
indications are thant they are incrensing their proportion of farm mort- — 
fares recorded, 


in the relative 


insurance compa- 


Agricultural conditions in the Northeast usually relatively 
stable and if net farm income continues near 1952 levels, further in- 


creases in farm-mortgace debt should be moderate. The current level of 


farm—nortgace debt does not seem, in the ngrrezate, to be excessive, 


only a substantial decline in net farm income could cause widespread diffi- 
culty. 
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are influenced not only by price trends for livestook end cash srains, 
but also by the demand for farm land as on inflationary hedge by non- 
farmers. This area has shown n substantinlly larger incrense in lend 
values during the last 2 years than the increase in cash receipts from 
farm morketings epoears to warrant. Possibly half of the 26~percent in- 
crense in values since the Korean outbreak can be nttributed to the sharp 
incrense in demnnd for fnrm land as nn investment nnd inflotion hedge 
that took place during the first yenr efter Koren. Unloss this part of 
the incrense is supported by incrensed farm income, a modernte downward 
adjustment might tnke place in this nren during the coming yenr. 


refion nre sound, althouch the smount of non-renl-estate credit used has 
incrensed nt an exceptionnlly high rate during recent years (fig. 12). 
Farm incomes continucd st hich levels. However, becuse of narrow 
margins ond the poor corn crop of 1951, returns from cnttle nnd lnmb 
feeding, 47,1952 were less thnn expected and some feeders will herve 
lesgalve ume to carry over to this coming season. Lower prices of hogs 
have also mode it difficult for many frrmers in this region to repny 
their lonns. The excellent corn crop this yenr will do much to improve 
the finnncinl position of farmers, In the Dikotas dry weather reduced 
wheat production, but the reduction wes less serious than expected. For 
the region as o whole, most farmors who are experiencing repayment diffi- 
culties are able to arrenge with lenders to carry their accounts to uext 
year. There are indications, however, thet » few farmers are overbought 


on farm machinery and nre finding it hard to get extensions of time on 
this kind of credit. 


The volume of non-real~estnte debt during this coming year is ex- 
pected to be only slightly higher thnn in 1952, Prices of feeder cattle 
have declined this foll ond, rlthough more cattle will be fed, total . 
volume of feeder lonns for the current season may be slightly smaller 


then last year. It also appears thet lonns for equipment purchases may 
be down from this yenr, 


Debt.- At tho beriniing of 1952 foarm-mortzare debt 
in the North Central States was 6 percent above 1951 ond 12 percent above 
1946, The outlook is for further increnses in formemortgenge debt this 
year ond the next few years but ot nm slower rate then in 1951. 


Form-mortgaze interest rates have incrensed since the first hrlf 
of 1951 but it is not nnticipated that further increnses will occur, 
Some short~term credit is now being refineneed with longer term real- 


estnte lonns, olthouch the volume of this refinancincs does not oppear to be 


large at present. The differentinl between short-term rntes of 6 percent 
or more ond real-estate mortzage-lomn rates as low as 4 to 44 percont has 
encournged some fnrmers to shift their short-term obligations into real- 
estate loons. Lenders are generally reported to be screening nvplicn- 


tions for mortsnze loans more cnrefully tut few repayment difficulties 
are reported. 
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As in other regions, the share of the totol farm-mortgnge debt 
held by the Federal land banks and the Federal Farm Mortgere Corporation 
has been declining, whereas that of most other lenders hns been increas- 
ing. At the beginning of 1952 the proportions of total farmemortgaze 
debt held by the principal lender groups were: Individuals and miscella- 
neous lenders, 34 percent; life insurence companies, 30 percent; Federal 
land banks, 18 percent; insured commercinl banks, 16 percent; and Farmers 
Home Administration, 2 percent (table 4), In the last year the Federrl 
land banks operating in this resion increased their share of mortgaccs 


recorded and will probably hold no higher percentage of the outstanding 
debt next year. 


In the first half of 1952 the dollar amount of mortgnges recorded 
was below the same period in 1951. This may indicate a slower rate of ine 
crease in farmemortgage debt this ;ear. 


In the absence of any substantial reduction in net form income, 
increases in farm-mortzagze debt in the next few years should be moderate. 
Higher operatinz costs will make it more difficult for some farmers to 
carry their debt, but repayment difficulties are cxpected to be small ex- 
cept where there are crop failures, 


South 


Farm Real Estate Values.- The disparity between the inerease in 
lend values and in farm income is not as great in this area es in the 
North Central States, Cash receipts from farm marketings during the year 
ended in June 1952 was 22 percent above those for tho year ended June 
1950, whereas land values increased 28 percent during the some period, 

A part of the rise in land values in this area can be attributed to the 
increased demand for pasture and timber lends in anticipation of future 
income. The steady industrinl expnnsion there has nlso maintained 
strong demand for partetime farms and rural residences. Income from to- 
bacco and cotton has also been favorable end it seems possible that farm 
income in the area can be maintained sufficiently hich to support present 
land values. The investment in farm lands of proceeds from oil ond fas 
royalties in the TexaseOklahoma area can elso be expected to continue, 

It appears that present levels of farm land velues in this or Be 
maintained through 1953. Some further inercase is likely on 


areas, but recent price trends for livestock may tend to eheek tho prices 
of pasture lands, 


Non-Real-Estate Credit.~ The nor-renaleestate credit situation in 
the South is.varied, In the Southeast,droucht reduced crop yields,end a 
larger emount of unpaid loans will be carried over to next year in some 
areas. The situation here,however,hns not been as serious as originally ex- 
nected, There will continue to be an increased demand for eredit in this 
pert of the South because of high overntins costs nnd the rnpid expansion 
of livestock, Althoush some lenders may be nenrly lonnedeup,it is exnectod 
that the volume of loans will rise. However, lenders are becomin= more 
careful in the seleetion of their borrowers, are restrictin; eredit for 
some machinery items and consumer purchases, and are encouracing reductien 
of some of the lorger loans, 


good. 


of un 


tial 
South 
more 
reduc 
been 
loan 
he ve 
Smeal) 
reduc 


the | 
tion: 
redu 
rain 
will 
a su 
farm 


of 1 

The 
ther 
195< 
Inte 
but 
Coli 
Fede 
per 
men’ 
tio 
ref 
Fed 
mor 
al 
lan 
tre 
by 
inc 


In the central part of the South credit conditions. are generally 
good, Loans for the current season are rapidly being repeid, Carry-over 
of unpeid loans will be smaller than last ycer, 


In the winter-wheat areas a bumper crop in 1952 resulted in substasa- 
tial payoffs of non=-real-estete loans. However, for large epreas of the 
Southwest, especially parts of Bexns, drought hes made credit conditions 
more serious than elsewhere in the covntry. Breeding herds hrve been 
reduced becruse of poor pestures end lack of hay, Yields of most crops have 
been low, This hes resulted in substantially incrersed delinquencies and 
loan carryeovers. Loan liquidetions beceuse of heavy reduction of livestock 
heve tended to offset the increases resulting from carry-over lorns, 

Smaller than sverage purchases of replecement cattle snd mchinery are 
reducing the volume of new loens, 


To date, there are no signs that conditions in the drought erers of 
the Southwest will be materially improved next yerr, Fell seeding condi- 
tions were poor end the dry pastures may necessitete further livestock 
reductions, Loen repayment difficulties ere expected to incresse unless 
rains cre general in this area, If these conditions continue, new credit 
will pvrobably be curtriled by lenders, With the return of normal rainfell, 
a substantiel volume of credit will be needed to restock herds rnd help 
farmers catch up on mrchinery purcheses, 


Farm-Mortenze Debt. Form=-mortenge debt in the South rt the beginning 
of 1952 wes 10 percent higher than in 1951 end 61 percent above thet of 1946, 
The ovtlook is for further inererses in 1952 and 13953 but -t - slower rate 
then in the lest few yerrs, 


Doller volume of ferm=-mortgege recordings during the first half of 
1952 wns about 8 nercent lerger then during the same period a yerr enrlier. 
Interest retes on frrm mortgeges heve incretsed little in the last yerr, 
but are mbove early 1951, On July 1, 1951, the Federel Lond senk of 
Columbia reised its rete to 5 — end on October 1, 1951,the Federal 
Lend Bank of Baltimore reised its retc/42 nercent., The rates of the other 
Federal lend benks operntive in this region heve remained unchnnged at 4 
percent. 


Current reports indicete th-t except in drought nrens little repay- 
ment difficulty is being encountered, Formmortzege lenders, especirlly 
benks, are becoming more selective in meking loens and screening *pplien- 
tions more crrefully, Some benuks ers encouraging their customers to 
refinance short-term debts into longer term loens from 4 
Federel lend bank or insur'nce comm ny and referring ayplicants for 
mortgrge lorns to them, Such refinencing,..however, hns not vet occurred on 
a large scale, - 


The proportion of cutstrnding ferm-nortenge debt held by the Federal 
land benks, Federal Ferm Mortenge Cornor: tion, 2nd the Frrmers Home Adminis- 
tration hes teen declining for scver:1 yorrs, whereas the proportions held 
by life insurance commanies end individuels 2nd miscelleneous lenders heve. 
incrensed, At the beginning of 1952 the reletive imvortence of the mrious 


lender groups was: Individunls end miscellaneous lenders, 38 percent; life 
insurance companies, 23 percent; insured commercial banks, 16 percent; 
Federal land banks end Federel Farm Mortgres Corporrtion, 16 percont; ond 
Farmers Home Administretion, 7 vercent (tnrbdle 4), The Federal lend bonks 
heve been incrensing their shtre of mortgrges recorded in most of this 
region in the last yerr end will vrobably hold a higher percentege of the 
epmount outstending in 1953 thon yerr ecarlicr, 


The outlook for the next few yerrs is for 1 further increase in 
farmmortgenge debt if net farm income holds nenr 1952 levels, Substrntielly 
lower net farm incomes could force @ frirly lerge amount of refinancing 
of short-term debt into real estrte loens. Revryment difficulties sre 
likely to be smell except where there »re crop fnilures. 


West 


Ferm Renl Estate Valucs,- The West is the only resion in which land 
values hive incromsed substantinlly less then ferm income during the 
2yenrs. Orsh receipts from fsrm merketings during the year ended 
June 1952 were 37 percent above the pre-EKorcan level, but land velues in 
crensed only 20 percent, This is nbout the usuel reletionship shown during 
similnr periods in the pest, Avperently, some has been mede for 
the recent downturn in prices of beef crttle rnd the exceptionrlly 2ood 
returns of the lest 2 rerrs have not been fully ennitelized into land 
valucs, This may help to prevent nny sherry brexk in prices of rence lends 
in the immedinte future, 


As wheat is the vrincinrel crovd vroduced on “ry-ferning Innds in 
this ares, prices for this type of Ilnnd depend lergely on the incom: pros- 
pects for this crop, With larse c»rry-over stoc'ss reduced cxport de- 
mand in prospect for wicat, some weakness could develop in vrices of dry- 
farming lends this fell and winter, Crop vrosvects next spring, however, 
could chrnge the outlook npvreciabdly. 


Prices of irrigeted lends herve not incrensed much as 2rezing 
and dry-farming lends beceuse production costs for such irriceted crops 
as suger beets, notetocs, cotton, “nd vegotebles hnve limited the increrse 
in net income even though gross income from these crons has incrorsed. 
Also, beeruse production is lergely indenendent of wether conditions, 
income from irrizrted lends is more stebdle, ond lind vrlues do rot 
fluctunte es widely as for grezing end dryefnrrming lnuds. Conseauertly, 
any change from present prices is likely to be modernte, | 


Non-Real-Estrte Credit, collections in tha crop arens of 
the West are senernlly excellent, ‘hc volume will probably show 


further increase during the coming yenr, but vovsibly not as large 
during the lest yoenr, 


The renge livestock situetion is less frvorrbls, Feeders in the 
Corn Belt ere delnying purchnses ond cattle end sheep prices nre sharply 
below those of last yerr, This hrs resulted in slow renryment of 
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outstanding loans end some ranches hove borrowed further to carry their 


livestock, Some loans are becoming larze in roletion to livostock values 
and may result in difficulties, 


¥ern-Morterce Dedt.- Since 1946, form-morterge debt in the Western 
States hos increased more than in any other nron, At the beginning of 1952 
this debt wes 72 vercent above 1946 and 12 p recent higher then in 1951, 
The outlook is for further debt increases in the next few yerrs but t a 
slowor rete. 


In the first of 1952 the dollnr anount of farm—mortgrge re- 
cordings wes higher in the Berkeley Ferm Credit District then in the samo 
period in 1951, but lower in the Spokene Tistrict, The St, Peul, Omeha, 
and Wichite Districts, which are p-rtly in the Western States, hed de- 
cresses in recordings, 


Interest rntes hrve chenged little during the lest yerr, but those 
charged by insurence connenies “nd banks are revorted currently little 
ebove esrly 1951, No significent chanze in rates is exnected next yarr, 
No eeneral repayment difficultios sre reported, end there is little 
evidence of rny anprecisble refinsucing of short-term frrm lorns with 
ronl estate lormns, There is some evidence of incrersing ceution on the 
part of lenders in reviewing all tyves of lomns. 


Life insur-nce companies nd the Ferners Home Administration nro the 
only lenders to increrse in recent yerrs their shnres of the totel farm 
norte debt in the Western Strtes. Other lenders have held decrensing 
proportions of the total, At the beginnins of 1952 individunls «nd 
misccllaneous lenders held 51 prercent of the total and the provortions for 
othcr lenders were: Life insurance comornics, 22 percent; Federrl lend 
benks ond Federal Farm Mortesze Corporrtion;, 14 nercent; insured commor= 
ciel banks, 11 percent; end the Frerners Lone Adninistretion, 2 rcent 
(teble 4). As in other regions, the Federr] lend banks hove been ine 
cronsing their share of new morte: zes recorded in the last yenr. 


In the next few veers frrn-nortenve debt is likely to increrse 
mnoder»tely fron present levels if net frrn incone holds nenr the 1952 
ficure, Eenrynent difficulties should not b= common. Substentisl in- 
creses in frrm-nortergs debt ere not expected net frrm incone 
declines sufficiently to induce refinencing of short-torm credit with 
ron] cst’ te lonns, 
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